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I  INTRODUCTION 


I  INTRODUCTION 


A.  PURPOSE  OF  THE  REPORT 

The  purpose  of  this  report  is  to  assist  CDC  in  determining  the  feasibility  of 
distributing  its  CYBERNET  services  to  small  businesses  through  the  use  of  third  party 
distributors.  >- 

B,  METHODOLOGY 

•  Two  questionnaires  were  developed:  one  pertaining  to  potential  distributors 
and  the  other  pertaining  to  potential  users. 

•  The  questionnaires  were  compared  with  the  original  INPUT  proposal  to  ensure 
that  all  relevant  issues  were  addressed. 

•  A  series  of  test  interviews  were  held  to  test  the  effectiveness  of  each 
questionnaire.  Based  on  these  interviews,  the  appropriate  modifications  were 
made  to  the  questionnaires. 

•  The  names  of  potential  distributors  and  users  were  selected  from  various 
business  publications.  The  following  criteria  were  used  in  the  selection 
process: 


-  I  - 


INPUT 


Distributors. 

Size  -  predominantly  less  than  $25  million  in  revenues. 

Industry  -  random  selection  of  SIC  codes,  except  for  ensuring 
that  a  large  number  of  EDP-oriented  distributors  were  repre- 
sented. 

'  .         Location  -  random  selection  throughout  the  U.S. 
Users. 

Size  -  $5-25  million  in  revenues. 

Industry  -  manufacturers,  wholesalers,  retailers. 

Location  -  random  selection  throughout  the  U.S. 

Both  the  distributor  and  user  lists  were  divided  into  two  groups:  one  for  on-site 
interviews,  the  other  for  telephone  interviews.  The  groupings  were  as  follows: 

Distributors. 

Forty-five  on-site  interviews. 

Ninety  telephone  interviews. 

Users. 

Twenty  on-site  interviews. 
Eighty  telephone  interviews. 


•  The  data  gathered  through  the  on-site  and  telephone  interviews  were  analyzed 
in  two  ways: 

Statistically  -  in  those  cases  where  a  question  resulted  in  a  finite  series 
of  answers,  the  specific  answers  were  tabulated. 

Inferential ly  -  in  those  cases  where  questions  could  only  be  answered  in 
a  descriptive  manner,  the  answers  to  the  questions  were  analyzed  for 
relationships  with  other  items  of  information  contained  in  the  same 
questionnaire. 

Whenever  possible  and  meaningful,  tabular  data  were  derived  and 
have  been  presented  in  the  various  exhibits  contained  in  the  body 
of  this  report. 

e         A  copy  of  each  questionnaire,  distributor  and  user,  is  contained  in  Appendix  A. 

•  A  series  of  conclusions  and  recommendations  were  developed,  based  on  the 
analysis  of  the  questionnaire  data  as  well  as  the  personal  experience  of  the 
field  interviewers.  These  conclusions  and  recommendations  were  reviewed  and 
tested  by  appropriate  members  of  the  INPUT  staff. 

•  The  results  of  the  analysis,  together  with  specific  observations,  and  the 
conclusions  and  recommendations  were  then  compiled  and  incorporated  into 
this  report. 

C  DEFINITIONS 

•  Some  of  the  key  terms  used  in  this  report  are  defined  so  that  a  common 

understanding  of  the  use  of  these  terms  within  the  context  of  the  study  may  be 
achieved. 


-  3  - 


INPUT 


Distributor  -  a  company  which  would,  potentially,  purchase  connputing 
resources  from  the  vendor  and  resell  these  resources  to  the  end  user. 
The  distributor  may,  or  may  not,  provide  value  added  services. 

Existing  Distributor  -  a  company  primarily  involved  in  the  marketing  of 
equipment  and/or  services  produced  by  another  unaffiliated  company  or 
organization. 

Potential  Distributor  -  a  company  primarily  involved  in  the  manufac- 
turing, production,  and  marketing  of  equipment  and/or  services  which 
are  proprietary  to  the  company. 

User  -  a  firm  which  is  the  final  consumer  of  a  product  or  service  used 
to  accomplish  its  own  functions. 

Vendor  -  CDC  in  the  context  of  this  report.  The  term  "vendor"  has 
been  used  throughout  this  study  to  protect  the  identity  of  CDC  as  the 
INPUT  client. 

Small  Business  -  a  firm  with  less  than  500  employees. 

Total  Solution  Concept  -  an  integrated  computer  service  obtained  from 
a  single  vendor  that  will  satisfy  all,  or  nearly  all,  of  a  user's  data 
processing  requirements. 

Vendor  Financing  -  financial  loans  made  available  to  the  distributor  by 
the  vendor  on  terms  that  are  equal  to,  or  better  than,  commercial 
rates. 

Application  Packages  -  software  that  performs  processing  to  serve  user 
functions. 
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II        EXECUTIVE  SUMMARY 


A.       KEY  CONCLUSIONS 

•  Distributing  computer  services,  based  on  a  timesharing  system,  through  a  third 
party  distributor  is  both  technically  feasible  and  market  acceptable. 

As  a  concept,  it  is  of  interest  to  significant  numbers  of  qualified 
distributors. 

As  a  concept,  it  is  acceptable  to  a  significant  number  of  potential  end 
users. 

•  The  user  will  identify  more  closely  with  the  local  distributor  than  with  CDC  as 
the  timesharing  supplier. 

•  Not  all  potential  distributors  will  be  able  to  succeed.  Chances  of  success  are 
enhanced  by: 

The  distributor  having  a  positive  image  in  its  market  segment. 
The  distributor  having  an  existing,  satisfied  client  base. 
The  distributor  having  existing,  in-house  EDP  expertise. 


-  5  - 


INPUT 


Potential  users  are  generally  companies  that  already  have  experience  in  using 
an  In-house  data  processing  facility,  or  experience  in  using  some  form  of 
computer  service. 

CDC  will  have  to  provide  a  significant  amount  of  technical  support  to  the  new 
distributor.  Technical  support  is  more  important  than  financial  support  to  the 
majority  of  the  distributors. 

The  distributors'  most  significant  concerns  were: 

Fear  that  the  timesharing  vendor  would  not  provide  a  reliable,  respon- 
sive system. 

Fear  that  they  would  find  themselves  in  direct  competition  with  CDC's 
sales  force. 

Fear  that  CDC  would  abandon  the  project  after  an  initial  experimental 
period  has  expired. 

Ensuring  that  they  could  maintain  their  own  identity  in  the  market- 
place. 

The  concept  of  franchising  distributors  met  with  a  negative  reaction  on  the 
part  of  existing  and  potential  distributors.  Almost  unanimously  they  voiced 
the  opinion  that  as  entrepreneurs  they  wanted  to  maintain  an  arms  length 
relationship  with  the  timesharing  vendor. 
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B.       KEY  RECOMMENDATIONS 


e  CDC  should  first  proceed  by  implementing  the  concept  on  a  pilot  project  basis. 
The  pilot  project  will  test  the  concept  as  well  as  providing  operating 
experience  that  can  then  be  used  in  establishing  the  overall  distribution 
netv/ork. 

•  The  project  should  be  staffed  and  managed  by  CDC  personnnel  who  have: 

Knowledge  of  CYBERNET. 

An  understanding  of  the  small  business  environment. 

An  understanding  of  the  distributors'  business  environment. 

•  An  extensive  amount  of  pre-planning  will  be  necessary  even  before  initiating 
the  pilot  project.  Specific  areas  are  outlined  in  the  body  of  this  report.  It  is 
stressed  that  CDC  should  anticipate  the  effect  of  this  concept  on  the 
CYBERNET  sales  force.  A  carefully  defined  relationship  between  the  vendor's 
in-house  sales  force  and  the  distributor's  sales  force  will  have  to  be  planned 
and  maintained. 

C,       SUMMARY  OF  DISTRIBUTOR  ATTITUDES 

•  Of  those  distributors  who  reacted  positively  to  the  concept,  most  looked  upon 
it  as  an  enhancement  to  their  existing  business. 

•  Invariably,  distributors  want  to  maintain  their  own  identity.  In  most  cases, 
they  thought  they  would  benefit  from  the  additional  identification  with  the 
timesharing  vendor  as  long  as  the  vendor  was  a  prestigious  firm. 
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•  The  principals  of  the  distributor  companies  that  were  interviewed  are 
intensely  bottom-line  oriented.  To  interest  these  companies  in  becoming 
distributors  of  timesharing  services,  there  must  be  a  means  of  demonstrating 
that  equivalent  profit  margins  (to  its  present  product  lines)  are  possible. 
Specifically,  each  distributor  is  looking  to  maintain  or  enhance  its  existing 
profit  margins. 

•  Those  distributors  that  would,  logically,  be  rational  candidates  for  inclusion  in 
this  concept,  were  reasonable  in  their  expectations.  That  is,  they  did  not 
expect  unreasonable  levels  of  service  from  the  vendor  and,  furthermore,  they 
appeared  to  have  realistic  expectations  in  regard  to  revenues  and  profit 
margins. 

•  An  exclusive  vendor/distributor  relationship  was  acceptable  as  long  as  the 
vendor  provided  a  protected  market  area  that  contained  an  acceptable  number 
of  potential  clients.  Market  area  protection  was  informally  defined  as 
protection  against  competition  from  other  distributors  and  especially  from 
the  CDC  sales  force. 

D,      SUMMARY  OF  USER  ATTITUDES 

•  The  majority  of  the  interested  users  would  rather  obtain  timesharing  services 
from  a  qualified  distributor  than  from  the  timesharing  vendor.  Apparently, 
their  attitude  was  that  by  selecting  a  qualified  distributor,  they  would  in  turn 
benefit  by  its  expertise  and  its  discretion  in  dealing  only  with  reliable  vendors. 

•  Most  users  were  primarily  interested  in  service  levels  and  secondarily  inter- 
ested in  costs.  The  vendor's  system  technology  was  generally  of  very  little 
interest.  Thus,  the  user's  concentration  is  on  the  distributor,  who  is  perceived  as 
the  key  to  maintaining  adequate  service  levels. 
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•  Those  companies  (users)  who  are  seriously  considering  some  form  of  automa- 
tion for  the  first  time  are  prime  prospects  for  the  service. 

•  Those  companies  that  are  satisfied  with  their  existing  in-house  computer 
installation,  or  with  their  existing  services,  are  not  immediate  prospects  for 
the  service.  If,  however,  existing  service  levels  are  perceived  to  be  inade- 
quate, then  these  firms  would  be  prime  prospects  for  the  service  as  well. 

•  Users  would  only  consent  to  deal  with  a  local  distributor  that  was  already  in 
business  and  that  had  already  been  providing  similar  services  for  a  period  of 
time.  A  local  distributor  with  a  poor  reputation  or  a  newly  formed  distributor 
firm  would  not  find  easy  acceptance  by  users. 

E.       ADDITIONAL  DETAILED  RECOMMENDATIONS 

I.  GENERAL 

•  The  following  detailed  recommendations  were  developed  by  the  INPUT  study 
team.  They  are  based  on  the  information  gathered  during  the  interview  phase  of 
the  project,  and  on  the  various  conclusions  that  are  stated  in  the  preceding 
sections  of  this  report. 

•  It  is  again  emphasized  that  the  overall  concept  met  with  general  acceptance 
on  the  part  of  both  the  distributors  and  the  users  that  were  interviewed.  It  is 
INPUT'S  opinion  that  the  companies  interviewed  are  a  representative  sample 
of  small  businesses  throughout  the  country.  However,  it  is  also  emphasized 
that  the  manner  in  which  the  concept  is  implemented  holds  the  key  to  success. 
While  this  may  seem  obvious,  almost  all  the  distributors  interviewed  stressed 
that  the  level  of  technical  support  provided  by  the  vendor  would  be  crucial  to 
their  decision  actually  to  sign  a  distributor  agreement.  This  emphasis  was 
particularly  strong  amongst  those  who  had  previous  experience  with  providing 
various  types  of  computer  services.    Similiarly,  users  stressed  the  point  that 
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the  level  of  support  committed  to  by  the  distributors  would  be  the  key  factor 
in  their  decision  to  sign  a  service  contract. 

PILOT  PROJECT 

Proceed  by  first  establishing  a  pilot  project,  i.e.,  a  limited  number  of 
distributors  that  can  be  used  to: 

Test  the  concept. 

Develop  standard  policies  and  procedures. 
Develop  financial  models  for  distributorships. 

Provide  "case  studies"  for  subsequent  use  with  other  potential  distrib- 
utors. 

Assist  in  the  development  of  a  standard  vendor/distributor  contract. 

The  pilot  project  should  be  staffed  by  CDC  personnel  who  have: 

Knowledge  of  the  CYBERNET  system. 

An  understanding  of  the  distributors'  business  environment. 

An  understanding  of  the  small  business  environment. 

An  understanding  of  the  attitudes  of  entrepeneurs. 

Approximatley  15-20  pilot  project  distributors  should  be  selected  in  various 
parts  of  the  country. 

Distributor  selection  criteria  should  include  the  following: 
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Both  current  CDC  customers,  and  non-customers. 

The  majority  should  be  firms  with  experience  in  computer  services 
(CPAs,  software  houses,  service  bureaus,  technical  consultants  with 
EDP  experience).  A  minority  (25-30%)  should  be  firms  without 
experience  in  computer  services  (CPAs,  consultants,  wholesalers).  " 

A  wide  geographic  distribution  should  be  attained: 

East  Coast. 

West  Coast. 

Midwest. 

Major  metropolitan  areas. 
Smaller  metropolitan  areas. 

•  Define  the  appropriate  distributorship  territories  using  the  following  guide- 
lines: 

Geography  (how  large  an  area  can  a  distributor  effectively  encompass). 
Product  or  customer  specialization. 

•  It  is  suggested  that  these  guidelines  be  developed  in  conjunction  with  the 
distributor. 

3.        MARKETING  POLICIES 

•  Develop  the  marketing  policies  that  will   minimize  conflicts  between  the 
distributors  and  the  CDC  sales  force.  The  following  criteria  are  suggested: 
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Ensure  that  both  the  distributors  and  the  sales  force  have  a  full 
understanding  of  the  policies  and  procedures. 

Design  a  commission  plan  that  provides  incentives  for  cooperative 
marketing. 

The  commission  plan  should  encourage  the  exchange  of  leads,  perhaps 
through  a  split  commission  policy. 

The  commission  plan  should  encourage  distributors  to  call  on  small 
businesses  and  sell  standard  services,  but  customized  commercial 
applications. 

The  plan  should  also  encourage  CDC  salesmen  to  call  on  medium-size 
and  large  companies  and  sell  either  scientific/engineering  applications 
or  unique  commercial  applications. 

DOCUMENTATION 

Develop  and  have  available  a  full  set  of  support  documentation  as  defined  in 
the  questionnaire: 

Sales  literature. 

Media  advertisements. 

Programming  manuals. 

Applications  manuals. 

Sales  manuals. 

The  use  of  this  documentation  should  be  monitored  so  that  appropriate  changes 
can  be  made  as  indicated  by  distributor  experience. 
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5.  TRAINING 


•  Develop  the  necessary  training  progranns  for  the  distributor  personnel.  The 
following  types  of  programs  are  recommended: 

Classroom  training. 

Product  characteristics. 

Distributorship  management. 

Sales  techniques. 
On-the-job  support  programs. 

Product  characteristics. 

Distributorship  management. 

Sales  techniques. 

Programmed  workbooks  and  PLATO  are  valuable,  but  should  be 
developed  after  the  two  initial  training  programs  (classroom  and  O.J.T.) 
have  been  "shaken  down." 

6.        APPLICATIONS  SOFTWARE 

•  The    necessary   applications   software   must   be   selected,    installed   in  the 
CYBERNET  system,  and  maintained. 

•  Provision  should  be  made  to  include  distributor-developed  software  to  be 
provided  on  a  license  or  royalty  basis. 
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•  All    "standard"   applications   software   should   be   structured   so   that   it  is 
modifiable  by  a  distributor  to  meet  its  customers'  specific  needs. 

7.  DISTRIBUTOR  SUPPORT  GROUP 

•  A  distributor  support  group  should  be  established.    Functionally,  this  group 
should  be  responsible  for: 

Selection  of  distributors. 

Contract  negotiation. 

Distributor  training. 

Application  software  selection  (development)  and  maintenance. 
Distributor  support. 

Developing  and  modifying  documentation. 
Monitoring  the  overall  project. 

8.  PRICING 

•  Pricing  algorithms  must  be  established.    The  following  recommendations  are 
made: 

Communications  Resources  -  the  distributor  should  pay  for  local 
communications  facilities;  i.e.,  equipment  and  service  between  its 
office  and  the  nearest  CDC  CYBERNET  concentrator. 

Computing  resources  -  i.e.,  connect  time  and  compute  time;  on-line  and 
off-line  storage;  at  a  discount  from  published,  non-discounted  retail 
rates.  There  should  also  be  an  additional  volume  discount  formula. 


-  14- 


INPl 


Applications  software. 

Standard  software  available  without  charge. 
Customized  software  available  on  a  royalty  basis. 
Training. 

Initial  distributor  training  available  without  cost  within  certain 
pre-specif ied  limits. 

Follow-up  training  available  at  a  price  high  enough  to  discourage 
abuse  but  low  enough  to  encourage  the  use  of  the  training 
resources  when  necessary. 

ADVERTISING 

An  initial  supply  of  promotional  literature  and  an  initial  advertising  program 
should  be  provided  without  cost  to  the  distributor. 

Subsequent  sales  literature  should  be  charged  for,  and  subsequent  advertising 
programs  should  be  paid  for,  on  a  cooperative  basis. 

CDC/DISTRIBUTOR  CONTRACT 

The  following  points  are  recommended  for  inclusion  in  the  contract: 
A  specifically  defined  territory. 
Geographic  limits. 

Product  or  customer  type  limitations  (if  any). 
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A  means  of  minimizing  and  resolving  conflicts  between  the  CDC  sales 
force  and  the  distributor. 

CDC's  obligations  in  providing: 

Training. 

Documentation. 

Software  and  software  support. 

Distributor  assistance. 

v.- 

Financial  support,  if  required. 

Network  availability  and  performance  standards. 
The  distributor's  obligations  in: 

Achieving  and  maintaining  revenue  minimums. 

Quality  of  service. 

Adherence  to  technical  standards. 

Financial  stability. 

Dealings  with  the  CDC  sales  force. 

Dealings  with  other  distributors. 
Provisions  for  contract  termination  by  either  party: 

Fraud. 
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Non-performance  in  technical  aspects. 


Bankruptcy. 

An  "escape  clause"  to  provide  a  rational  means  for  the  dissolu- 
tion of  the  contract  even  if  both  parties  are  meeting  the 
contractual  terms. 

FINANCING 


It  is  also  recommended  that  a  line  of  credit  be  available  for  new  distributors. 
This  line  of  credit  should  be  made  available  at  advantageous  terms;  i.e.,  less 
than  commercial  interest  rates  with  a  repayment  schedule  that  enhances  the 
distributor's  cash  flow,  at  least  in  the  early  stages  of  the  distributorship. 

DISTRIBUTOR  DEVELOPED  SOFTWARE 

It  is  recommended  that  certain  distributors  (mainly  industry-oriented  software 
houses)  be  encouraged  to  use  the  CYBERNET  as  a  means  of  distributing 
services  to  the  applicable  users.  In  these  cases,  the  distributor  firm  would 
supply  the  marketing  and  service  expertise,  and  further,  the  distributor  (rather 
than  CDC),  would  supply  the  software.  CDC  would  primarily  provide  the 
computing  and  communications  resources. 
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Ill       DETAILED  DISTRIBUTOR  RELATED  DATA 


A.       DISTRIBUTOR  PROFILE 

•  This  section  analyzes  the  attitudes  and  desires  of  potential  distributors.  Note 
that  CDC  should  not  and  (in  some  instances)  cannot  fulfill  all  of  the 
distributor's  desires. 

•  Approxinnately  one-half  (48%)  of  those  interviewed  are  already  providing  some 
form  of  EDP  service  or  product  to  their  customers  (see  Exhibit  III- 1).  Of  these 
firms,  more  than  two-thirds  (69%)  had  a  positive  reaction  to  the  concept.  The 
remaining  firms  were  negative  in  their  reactions.  There  was  little  to  no 
ambivalence. 

•  The  other  potential  distributors  (52%)  provide  non-EDP  services  or  products. 
Of  these  firms,  more  than  half  (58%)  were  positive  in  their  reaction  to  the 
concept.  The  remaining  42%  were  negative  in  their  reaction. 

•  When  considering  those  non-EDP  oriented  firms,  it  is  the  opinion  of  INPUT 
that,  generally  speaking,  some  of  those  firms  that  were  positive  about 
becoming  distributors  were  probably  not  qualified  to  be  distributors  because  of 
their  lack  of  EDP  expertise.    The  notable  exception  consists  of  CPA  firms, 
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EXHIBIT  lll-l 


RESPONDENTS'  USAGE  AND  SUPPLY  OF  COMPUTER 
EQUIPMENT  AND  SERVICES-BY  TYPE  OF  BUSINESS 
CONSIDERING  DISTRIBUTION 


BUSINESS  TYPE 

USE  D.P. 

EQUIPMENT 

USE  D.P. 

SERVICES 

SUPPLY  D.P. 
EQUIPMENT 

SUPPLY  D.P. 
SERVICES 

SOFTWARE  HOUSES 

7 

6 

1 

10 

D.P.  EQUIPMENT  DISTRI- 
BUTION 

10 

5 

10 

8 

SYSTEMS  INTEGRATORS 

6 

1 

7 

H 

SERVICE  BUREAUS 

28 

8 

6 

30 

CPA  FIRMS 

7 

6 

1 

5 

OTHERS 

12 

10 

3 

8 

TOTAL 

70 

36 

28 

65 

OF  82  RESPONDENTS,  MOST  SAID  YES  TO  MORE  THAN  ONE  CATEGORY  OF  USAGE  AND/OR  SUPPLY. 
FOUR  COMPANIES  RESPONDED  EITHER  NEGATIVELY,  OR  NOT  AT  ALL,  CONCERNING  USAGE  AND/ 
OR  SUPPLY 
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almost  all  of  whom  are  planning  to  offer  some  form  of  automated  accounting 
services  to  their  clients.  Most  CPA  firms  do,  or  would,  limit  their  services  to 
existing  audit  and  tax  clients  due  to  constraints  placed  on  them  by  the  ethics 
committees  of  their  professional  societies. 

•  The  majority  of  the  EDP-oriented  firms  that  were  Interviewed  were  mature 
companies;  that  is,  they  have  been  in  business  for  five  or  more  years.  These 
are  the  firms  that  are  ideal  candidates  for  distributorships  because: 

They  have  the  required  level  of  EDP  expertise. 

They  have  been  in  business  long  enough  to  have  established  a  reputation 
in  their  respective  marketplaces. 

Their  expertise,  reputation,  and  future  potential  can  be  realistically 
assessed  by  CDC. 

They  will  be  technically  knowledgeable  and,  thus,  have  the  expertise  in 
the  context  of  the  vendor/distributor  relationships. 

•  Almost  all  (91%)  of  the  distributor  interviews  were  independent  firms,  while 
the  remainder  (9%)  were  either  divisions  or  subsidiaries  of  larger  companies. 
In  almost  every  case,  the  interview  was  with  a  principal  in  the  distributor 
company.  Thus,  the  data  obtained  through  the  interviews  can  be  considered  as 
reliably  reflecting  the  opinion  of  the  decisionmaker  In  each  organization. 

•  Exhibit  I1I-2  presents  graphic  data  which  profiles  the  distributors  that  were 
interviewed. 

•  With  regard  to  the  question,  "How  do  you  define  your  market?"  the  following 
responses  were  obtained: 

Geographic  definition  #58  -  7I%*. 
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EXHIBIT  111-2 


PROFILES  OF  DISTRIBUTORS 


NUMBER  OF 

PERCENT  OF 

YEARS  IN  BUSINESS 

MENTIONS 

RESPONSES 

TVl'O  OR  LESS 

8 

6% 

^      MORE  THAN  2  -  LESS  THAN  5 

28 

21 

FIVE  TO  10  YEARS 

41 

30 

OVER  10  YEARS 

59 

43 

TOTAL 

136 

100% 

MATURE  =  5  YEARS  OR  OLDER  -  100  =  74% 

SIZE  OF  COMPANY  BY  NUMBER  OF 

NUMBER  OF 

PERCENT  OF 

EMPLOYEES 

MENTIONS 

RESPONSES 

LESS  THAN  100 

98 

72% 

100  TO  250 

18 

13 

251  TO  500 

9 

7 

OVER  500 

6 

4 

NO  SIZE  GIVEN 

5 

4 

TOTAL 

136 

100% 

SIZE  OF  COMPANY  BY  ANNUAL  SALES 

NUMBER  OF 
MENTIONS 

PERCENT  OF 
RESPONSES 

LESS  THAN  $1  MILLION 

31 

23% 

ONE  TO  5  MILLION 

29 

21 

SIX  TO  10  MILLION 

20 

14 

OVER  10  MILLION 

12 

9 

NO  SIZE  GIVEN 

44 

33 

TOTAL 

136 

100% 

OWNERSHIP  OF  ORGANIZATIONS 

NUMBER  OF 
MENTIONS 

PERCENT  OF 
RESPONSES 

INDEPENDENT  FIRMS 
SUBSIDIARIES  OR  DIVISIONS 

124 
12 

91% 
9 

TOTAL 

136 

100% 
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Product  definition  #16  -  20%^. 
Customer  definition  #20  -  24%^. 

■^Note:  Percents  total  nnore  than  100%  due  to  multiple  responses. 

•  The  on-site  interviews  revealed  that  almost  all  distributors  had  rather  specific 
geographic  limits  on  their  market  areas.  Rarely  did  a  distributor  service 
customers  that  were  more  than  two  hours  driving  time  from  its  place  of 
business.  Almost  invariably  within  that  geographic  area  there  was  speciali- 
zation based  on  either  types  of  customers,  types  of  products,  or,  more 
probably,  both.  Discrete  areas  of  specialization  were  most  clearly  defined  in 
the  case  of  computer  service  companies  which  had  to  limit  prospective  clients 
to  a  specific  set  of  software  packages. 

•  Existing  perceptions  of  market  definition  are  important  as  these  perceptions 
will  strongly  influence  the  distributor  as  it  considers  negotiating  its  contract 
with  the  vendor.  There  was  some  tendency  on  the  part  of  a  minority  of  the 
distributors  interviewed  to  think  that  they  could  be  "all  things  to  all  people." 
Fortunately,  this  attitude  was  not  widespread. 


•  The  size  of  the  distributor  company  was  not  considered  relevant  in  the  context 
of  the  selection  of  distributors  for  timesharing  services.  Financial  stability  is, 
of  course,  relevant,  but  there  does  not  appear  to  be  any  direct  correlation 
betweeen  size  and  financial  stability. 


B.       COMMENTS  AND  ATTITUDES  OF  DISTRIBUTORS 


•  In  addition  to  the  answers  to  the  specific  points  in  the  questionnaires,  the 
distributors  that  were  interviewed  volunteered  a  considerable  amount  of 
additional  data.  Also,  their  business  attitudes  were  considered  relevant  to  the 
study.  The  following  summarizes  these  various  comments  and  attitudes. 


-  23  - 


INPUT 


The  owners  of  the  various  distributor  companies  are  extremely  profit  oriented. 
Perceptions  of  adequate  profit  margins  varied  greatly  (see  Exhibit  III-3),  but 
whatever  the  specific  perception,  the  owner/manager  was  very  conscious  of 
his  margins  and  was  very  concerned  about  any  potential  negative  effect  on  his 
company's  profitability. 

It  was  very  apparent  that  the  distributorship  owners  interviewed  are  very 
dedicated  to  preserving  their  independence.  As  stated  previously,  the  concept 
of  distributing  timesharing  services  was  considered  to  be  an  appealing  one,  but 
there  v/as  a  pronounced  attitude  of  concern  about  being  dominated,  or  unduly 
Influenced,  by  the  vendor.  This  attitude  is  key  to  understanding  the  rejection 
of  the  franchising  concept  by  the  distributors. 

Many  distributors  were  very  eloquent  concerning  the  need  for  the  vendor  to 
establish  a  distributor  "coordinating  group"  that  has  an  understanding  and 
ability  to  relate  to  small  businessmen,  both  distributors  and  users.  There  was 
a  fear  that  "corporate  types"  would  not  understand  entrepreneurs  to  the 
detriment  of  the  overall  concept.  Many  of  the  distributorships  had  formerly 
been  employed  by  large  corporations;  this  concern  was  particularly  emphatic 
within  this  group. 

One  of  the  greatest  concerns  of  the  distributors  was  that  they  would 
encourage  their  customers  to  become  dependent  on  the  vendor's  timesharing 
services  and  then,  subsequently,  the  vendor's  service  would  become  unreliable 
or  would  be  discontinued  for  the  vendor's  own  business  reasons.  The 
distributor  considered  either  situation  potentially  fatal  to  its  business 
Interests. 

An  equally  significant  concern  on  the  part  of  the  distributors  Is  developing  a 
means  of  preventing  conflict  between  the  distributor's  sales  force  and  the 
vendor's  sales  force.  The  distributors  who  voiced  this  concern,  and  most  did, 
also  rather  emphatically  believed  that  they  would  be  the  "losers"  in  any 
conflict  situation. 
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PROFIT  MARGINS  REQUIRED  BY  RESPONDENTS  CONSIDERING 
DISTRIBUTION  -  BY  TYPE  OF  BUSINESS 

(PRE-TAX) 


TYPE  OF  BUSINESS 

10-15% 

1 6-20% 

21-25% 

26-30% 

MORE 
THAN 

30% 

N  /A 

SOFTWARE  HOUSES 

1 

n 

2 

1 

1 

D.P.  EQUIPMENT 
DISTRIBUTORS 

1 

1 

1 

1 

6 

SYSTEMS 

INTEGRATORS 

2 

1 

1 

1 

2 

SERVICE  BUREAUS 

4 

5 

3 

2 

16 

CPA  FIRMS 

3 

5 

OTHERS 

1 

6 

2 

9 

TOTAL 

9 

17 

9 

6 

2 

39 
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Technical  support,  rather  than  financial  support,  was  a  key  consideration  on 
the  part  of  the  distributors.  Technical  support  was  viewed  as: 

Training. 

V 

Availability  of  "customizable"  applications  software. 

Technical  documentation. 

Advertising  support. 

Financial  support  by  the  vendor  is  highly  desirable  and,  in  certain  cases,  may 
be  a  key  issue.  However,  financial  support  was  typically  viewed  in  the 
following  context: 

A  means  of  guaranteeing  vendor  involvement;  i.e.,  a  means  to  "gain 
attention." 

Vendor  financing  is  advantageous  if  it  is  available  with  terms  that  are 
more  advantageous  than  conventional  financial  sources. 

Whatever  the  source,  financing  is  most  needed  during  the  start-up 
phase.  Most  distributors  indicated  that  from  $100,000  to  $250,000 
would  be  required  to  cover  the  additional,  incremental  expenses 
associated  with  the  12  to  18  month  start-up  phase.  After  that,  the 
majority  of  distributors  believed  that  the  business  would  be  financially 
self-supporting. 

The  factoring  of  receivables  by  the  vendor  was  not  considered  an 
important  factor.  Apparently,  there  is  little  problem  on  the  part  of  the 
vendor  in  collecting  their  accounts  receivable. 

Very  few  vendors  were  interested  in  dealing  with  hardware.  Those  who 
expressed  any  interest  at  all  in  the  hardware  aspect  of  the  concept  would  only 
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be  interested  in  hardware  installation.  Hardware  maintenance  and  modifi- 
cation was  viewed  as  the  province  of  third  party  firms  such  as  SORBUS,  RCA, 
etc.  The  notable  exception  to  this  attitude  was  on  the  part  of  the 
minicomputer  system  integrators.  These  firms  are  already  hardware  oriented 
and  would  have  no  objection  to  installing,  maintaining,  and  possibly  modifying 
additional  types  of  hardware. 

Almost  without  exception,  the  distributors  that  were  interviewed  indicated 
that  it  was  extremely  important  to  them  to  maintain  their  identity  in  the 
marketplace  (see  Exhibit  111-4).  As  a  service  company,  it  was  considered  that 
their  firms'  reputation  and  identity  were  their  most  important  assets. 

Distributors  indicated  that  they  wanted  to  market  the  following: 

Computer  services. 

Delivery  system  (the  timesharing  network). 
Customized  software  (on  a  value  added  basis). 

Ancillary  services  such  as  consulting,  training,  and  system  maintenance. 
Conversely,  distributors  indicated  that  they  did  not  want  to  sell: 

Utility-type,  timesharing  services. 

In  many  cases,  standard  applications. 

In  many  cases,  terminals. 

Hardware  maintenance  services. 
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EXHIBIT  I1I-4 


RESPONDENT  RATINGS  OF  IMPORTANCE  OF  USING  TIMESHARING  VENDOR'S 
NAME  AND  LOGO  VERSUS  USING  OWN  COMPANY'S  NAME  AND  LOGO 


VERY 

NOT 

TYPE  OF  BUSINESS 

IMPORTANT 

IMPORTANT 

IMPORTANT 

SOFTV/ARE  HOUSES 

5 

1 

3 

D.P.  EQUIPMENT 

5 

3 

2 

DISTRIBUTORS 

SYSTEM  INTEGRATORS 

2 

5 

SERVICE  BUREAUS 

15 

9 

6 

CPA  FIRMS 

4 

2 

2 

OTHER 

7 

7 

TOTAL 

35 

27 

20 

USE  OF  OV^N  COMPANY'S  NAME  AND  LOGO 

VERY 

NOT 

TYPE  OF  BUSINESS 

IMPORTANT 

IMPORTANT 

IMPORTANT 

SOFTWARE  HOUSES 

6 

3 

D.P.  EQUIPMENT 

8 

DISTRIBUTORS 

2 

SYSTEM  INTEGRATORS 

6 

1 

SERVICE  BUREAUS 

21 

6 

3 

CPA  FIRMS 

6 

1 

1 

OTHERS 

13 

1 

a 

TOTAL 

60 

14 

8 
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C.       DETAILED  OBSERVATIONS 


9         A  number  of  specific  observations  have  been  reached  related  to  the  distrib- 
utors. These  observations  are  summarized  below. 

1.  REACTION  TO  THE  CONCEPT 

9         Distributing  computer  services  based  on  a  timesharing  system  through  a  third 
party  distributor  is  a  valid  concept: 

Acceptable  and  of  interest  to  a  significant  number  of  distributors  (see 
Exhibit  III-5). 

Acceptable  as  a  concept  to  potential  users. 

2.  DISTRIBUTOR  PROFILE 

•  The  profile  of  a  successful  distributor  is  outlined  below: 

An  existing  business  entity  long  enough  in  business  to  have  developed  a 
positive  reputation. 

Technical  EDP  oriented  knowledge  already  extant. 

An  existing  "service  mentality"  as  opposed  to  a  "wholesaler  mentality." 

•  In  actuality,  there  are  only  a  few  types  of  firms  that  can  seriously  be 
considered  as  potentially  successful  distributors: 

CPAs  -  only  if  they  already  have  an  in-house  expertise  in  EDP,  or  are 
dedicated  to  building  such  expertise. 
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EXHIBIT  III-5 


RESPONDENTS'  WILLINGNESS  TO  CONSIDER  BEING  D ISTRIBUTORS- 

BY  TYPE  OF  BUSINESS 


TYPE  OF  BUSINESS 

YES 

PERCENT 

NO 

PERCENT 

SOFTWARE  HOUSES 

9 

90% 

1 

10% 

D.P.  EQUIPMENT 
DISTRIBUTORS 

10 

83 

2 

17 

SYSTEMS  INTEGRATORS 

7 

54 

6 

46 

SERVICE  BUREAUS 

30 

67 

15 

33 

CPA  FIRMS 

8 

62 

5 

38 

OTHERS* 

18 

42 

25 

58 

TOTAL 

82 

60% 

54 

40% 

OTHERS  INCLUDE:  LEGAL,  P.R.,  AND  MARKETING  FIRMS 
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Computer  services  companies  -  by  far,  the  best  potential  source  for 
distributorships. 

All  others  -  their  potential  to  be  successful  distributors  is  directly 
related  to  their  ability  to  meet  the  criteria  outlined  above. 

3.  ADVERTISING  SUPPORT 

Especially  important  in  the  early  stages  of  a  distributorship. 

Viewed  as  cooperative  advertising  (oriented  towards  both  vendor  and 
distributor). 

Importance  of  advertising  diminishes  as  distributorship  matures. 

4.  SOFTWARE 

•  Divergency  of  views  -  most  distributors  indicated  a  desire  for  easily 
customized  applications  software  available  from  the  vendor.  However,  some 
distributors  wanted  packaged  software.  Others  wanted  to  develop  software 
totally  through  the  use  of  their  own  resources  (see  Exhibit  II 1-6). 

5.  TRAINING 

•  The  distributor's  views  varied  depending  on  their  background.  Each  wanted 
training  from  the  vendor  to  compensate  for  those  areas  in  which  it  was  weak. 

•  There  was  little  interest  in  training  in  areas  of  perceived  strength  (i.e., 
technical  versus  management  training;  management  versus  sales  training). 

Therefore,  all  types  of  training  must  be  made  available  to  the  distrib- 
utors by  the  vendor. 

•  Types  of  training. 
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EXHIBIT  III-6 


TYPES  OF  OFFERINGS  DISTRIBUTORS 
PREFER-BY  TYPE  OF  COMPANY 
CONSIDERING  DISTRIBUTION 


TYPE  OF  BUSINESS 

TYPE  1* 

TYPE  2* 

TYPE  3* 

SOFTWARE  HOUSES 

6 

8 

D.P  EQUIPMENT 
DISTRIBUTORS 

3 

8 

5 

SYSTEMS  INTEGRATORS 

2 

1 

D.P.  SERVICE  BUREAUS 

17 

9 

CP. A.  FIRMS 

7 

1 

OTHERS 

6 

11 

6 

TOTAL 

36 

51 

30 

*0F  THE  82  WHO  REPLIED,  MANY  RESPONDENTS  CHOSE  MORE  THAN  ASINGLE  OFFERING. 
THEY  CLAIM  THAT  MULTIPLE  OFFERINGS  PROVIDE  SUPERIOR  MARKET  OPPORTUNITIES. 


TYPE  1  =  STANDARD  TIME-SHARING  WITH  STANDARD  APPLICATIONS 
PROGRAMS  AVAILABLE  TO  CUSTOMERS. 

TYPE  2  -  STANDARD  TIME-SHARING  SERVICES  WITH  SPECIALIZED, 
CUSTOMIZED  APPLICATIONS  PROGRAMS. 

TYPE  3  =  STANDARD  TIME-SHARING  SERVICES  WITH  NO  APPLICATIONS 
PROGRAMS. 
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Classroom  and  on-the-job  training,  individually  or  in  combination  with 
each  other,  are  very  important. 

Computer-aided  instruction  and  programmed  worl<books  were 
considered  less  favorable,  and  supplemental  to  classroom  and  OJT. 

In  general,  there  was  a  willingness  to  travel  to  a  distant  location  for 
classroom  training  if  necessary,  but  no  willingness  to  speak  of  for  CAI 
(Computer-Assistance  Instruction). 

The  extent  of  training  is  "as  much  as  necessary."  CDC  will  have  to 
establish  practical  limits  on  the  amount  to  be  provided  to  any  given 
distributor. 

SALES  TERRITORIES  - 

The  most  common  definition  of  a  territory  was  one  encompassing  a  specific 
geographic  area;  one  generally  defined  as  the  existing  market  area. 

The  majority  currently  cater  to  specialized  markets.  These  firms  would 
readily  agree  to  some  reasonable  product  line  or  customer  type 
limitations  within  their  present  geographic  marketplace  (see  Exhibit  III- 
7). 

Those  firms  not  currently  specialized  would  not  want  further  limita- 
tions within  a  geographic  area  or  territory. 

Once  a  territory  is  established,  there  would  be  a  reluctance  to  see  it 
changed  by  the  vendor  at  some  future  point  not  previously  negotiated. 

Relationship  with  CDC  sales  force  and  other  distributors.  The  distributors 
want: 
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EXHIBIT  1II-7 


TYPE  OF  TERRITORY  REQUIRED  BY 
RESPONDENTS  CONSIDERING  DISTRIBUTION  - 
BY  TYPE  OF  BUSINESS 


TYPE  OF  BUSINESS 

GEOGRAPHIC 

PRODUCT 

CUSTOMER 

SOFTWARE  HOUSES 

4 

1 

4 

D.P.  EQUIPMENT 
DISTRIBUTORS 

6 

4 

SYSTEMS  INTEGRATORS 

7 

1 

SERVICE  BUREAUS 

24 

4 

4 

CP. A.  FIRMS 

8 

3 

3 

OTHERS 

9 

3 

9 

TOTAL 

58 

16 

20 

NINE  RESPONDENTS  HAD  MULTIPLE  TERRITORY  REQUIREMENTS 
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A  contractual  definition  that  would  prevent  connpetitive  conflicts 
between  the  CDC  sales  force  and  the  distributor. 

The  ability  to  exchange  leads  with  the  sales  force  willing  to  pay  and 
accept  a  commission  for  a  lead  that  results  in  a  sale. 

The  relationships  between  distributors  to  be  formal  so  territories  are 
protected. 

The  remainder  of  the  inter-distributor  relationships  to  be  informal;  i.e., 
trading  leads,  exchanging  software. 

DOCUMENTATION 

A  divergency  of  responses  were  obtained  based  on  background,  experience,  and 
business  objectives  (see  Exhibit  111-8). 

CDC  should  have  all  specified  types  of  documentation  available  and  let  the 
distributor  select  in  accordance  with  its  specific  needs. 

Documentation,  in  general,  was  considered  extremely  important. 

ACCEPTABILITY  OF  FRANCHISING 

There  was  little  or  no  interest  in  franchising. 

Most  distributors  want  an  "arm's  length"  vendor/distributor  relationship,  not  a 
franchisor /franchisee  relationship. 

A  typical  franchisor's  revenue/royalty  arrangement  was  considered  abhorrent. 
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EXHIBIT  III-8 


RELATIVE  IMPORTANCE  OF  THE  VARIOUS 
TYPES  OF  SUPPORT  DOCUMENTATION 


TYPE  OF  DOCUMENTATION 

REACTION  OF  DISTRIBUTORS 

GREAT 
IMPORTANCE 

MODERATE 
IMPORTANCE 

LOW 
IMPORTANCE 

SALES  LITERATURE 

56 

20 

6 

ADVERTISEMENTS 

41 

25 

16 

PROGRAMMING  MANUALS 

63 

8 

11 

APPLICATIONS  MANUALS 

70 

9 

3 

SALES  MANUALS 

48 

20 

14 

TOTAL  UNIVERSE  =  82 
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BUSINESS  RELATIONSHIP  BETWEEN  VENDOR  AND  DISTRIBUTOR 


Exclusivity  is  very  important  to  distributors.  They  do  not  want  to  compete 
with  other  distributors  within  their  defined  territory.  However,  they  are 
willing  to  accept  territorial  limitations. 

Distributors  are  very  concerned  about  competition  with  the  vendor's  sales 
force. 

There  were  divided  opinions  on  the  use  of  the  vendor's  name  and  logo.  The 
responses  varied  from  very  important  to  wanting  to  avoid  the  possibility  of 
being  identified  with  a  particular  vendor  (this  point  is  directly  linked  with  the 
distributor's  opinions  on  exclusivity). 

Most  distributors  are  very  positive  about  their  perceived  requirement  to 
maintain  their  identity  with  clients. 

TERMS  AND  CONDITIONS 

Financial  terms  and  conditions  were  basically  guesses  because  of  the  lack  of 
any  specific  financial  information. 

Typically,  the  distributor  related  directly  to  his  existing  business. 

Generally,  the  mark-up  most  commonly  mentioned  was  100%  (i.e.,  buy  from 
the  vendor  for  $1.00  and  sell  to  the  user  for  $2.00). 

Most  computer  service  companies  believed  that  the  value  added  component 
was  more  important  than  the  mark-up  on  the  timesharing  utility.  Others  were 
ambivalent  basically  because  it  was  an  unknown  amount. 

Distributors  would  be  willing  to  pay  for  computer  time  to  develop  software  but 
at  discounted  rates. 
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Distributors  want  proprietary  rights  to  the  software  they  develop. 
However,  there  is  a  willingness  to  license  the  use  of  proprietary  software 
basically  on  a  royalty  basis. 

Without  exception,  the  distributors  would  agree  to  adhere  to  vendor  standards 
as  long  as  they  are  considered  to  be  reasonable. 

Distributors  want  to  perform  progrann  nnaintenance  but,  almost  without 
exception,  want  nothing  to  do  with  hardware  maintenance.  Additionally,  most 
do  not  want  the  responsibility  for  installing  hardware. 

The  distributors  do  expect  the  vendor  to  guarantee: 

Levels  of  system  performance. 

Vendor  software  (system  software). 

The  distributors  do  not  expect  the  vendor  to  guarantee  distributor-developed 
or  modified  software  (applications  software). 

PRODUCT  LINE  RESTRICTIONS 

Distributors  believe  that  they  must  be  independent  of  hardware  constraints. 

They  also  believe  that  they  must  be  able  to  offer  whatever  applications 
software  the  user  requires. 

Most  distributors  do  not  believe  that  a  product  can  be  made  unique  (at  least 
for  any  extended  time  period). 

There  is  a  belief  that  any  vendor-supplied  software  must  be  superior  (not 
unique)  in  relation  to  other  offerings. 
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MISCELLANEOUS 


Some  distributors  looked  on  the  concept  as  a  close  partnership;  others  as  an 
arm's  length  vendor/distributor  relationship. 

A  very  common  suggestion  by  distributors  was  that  the  vendor  test  its  concept 
with  selected  distributors  before  any  attempt  to  fully  implement  the  concept 
(see  Exhibit  III-9). 

Finite  facts  will  be  required  before  there  is  a  possibility  of  inducing  a 
distributor  to  sign  an  agreement  with  the  vendor: 

Financial. 

Performance. 

Specific  types  of  support  available. 
Costs  related  to  support  activities. 
Product  offerings. 
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EXHIBIT  IH-9 


RESPONDENT  ADVICE  TO  VENDOR  FROM  DISTRIBUTORS 


s    "Provide  solid  training  to  your  distributors." 

•    "Your  administrative  staff  had  better  understand  the  distributor's 
current  business  markets." 


•  "Distributor  territories  must  be  protected." 

•  "You  might  want  to  try  a  test  project  first,  which  includes 

educating  potential  users  about  the  new  service." 

•  "Pick  aggressive  distributors  that  are  highly  service  oriented." 

•  "This  has  been  tried  before  without  success  -  be  sure  to  provide 

distributors  a  mark-up  on  computer  resources  that  both  is 
competitive  and  allows  him  a  decent  profit  margin." 

•  "We  want  a  reciprocal  arrangement  for  the  marketing  of  our 

proprietary  software." 

•  "This  may  be  the  only  way  to  beat  the  mini /micro  threat." 

•  "Provide  the  distributor  with  documentation  that  tells  what 

problems  the  user  can  solve  with  the  service  as  well  as 
the  how-to-do-it  aspects  of  the  service." 
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EXHIBIT  III-9  (CONT.) 


RESPONDENT  ADVICE  TO  VENDOR  FROM  DISTRIBUTORS 


mm 


'Give  the  distributor  support,  and  a  reasonable  amount  of  time, 
say  eighteen  months  to  two  years  to  succeed." 


•  "If  you  don't  move  soon,  your  competitors  will  beat  you  to 

market.  At  least  three  T  IS  vendors  are  already  lining 
up  distributors." 

•  "Don't  try  it,  the  minicomputer  distributors  will  eat  you  alive." 


•    "Give  distributors  a  flexible  offering:    All  three  types  are 
needed. " 
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DETAILED   USER   RELATED  DATA 


IV 


DETAILED  USER  RELATED  DATA 


A.       USER  PROFILE 

•  Companies  which  presently  have  a  computer  installed,  or  are  using  computer 
services,  were  interviewed. 

The  answers  provided  by  users  are  founded  in  experience. 

They  understand  the  necessity  for  support  end  thus  will  be  more 
amenable  to  the  distribution  circuit. 

•  The  majority  (86%)  of  the  users  that  were  interviewed  are  small  business,  i.e., 
less  than  500  employees. 

•  The  majority  (77%)  of  the  user  companies  interviewed  were  independent 
companies,  that  is,  they  were  not  a  subsidiary  or  division  of  a  larger  company. 

•  Almost  all  of  the  user  companies  (91%)  were  already  using  an  in-house  data 
processing  facility,  third-party  computer  services,  or  a  combination  of  both 
(see  Exhibit  IV- 1). 

•  Slightly  less  than  half  the  users  (33%)  said  they  would  be  interested  in  buying 
the  service  if  it  was  currently  available  (see  Exhibit  IV-2). 
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EXHIBIT  IV-1 


RESPONDENTS'  USAGE  OF  DATA  PROCESSING  EQUIPMENT 
AND  DATA  PROCESSING  SERVICES-BY  TYPE  OF  COMPANY 


TYPE  OF  COMPANY 

NUMBER  OF 
RESPONDENTS 

PERCENT  OF 
RESPONDENTS 

MANUFACTURERS  -  TOTAL  =  65* 

MANUAL 

8 

12% 

ELECTRO-MECHANICAL 

2 

3 

IN-HOUSE  COMPUTER 

53 

82 

COMPUTER  SERVICE 

24 

37 

WHOLESALERS  -  TOTAL  =  25* 

MANUAL 

5 

20% 

ELECTRO-MECHANICAL 

1 

4 

IN-HOUSE  COMPUTER 

15 

60 

COMPUTER  SERVICE 

11 

44 

RETAILERS  -  TOTAL  =  10* 

MANUAL 

ELECTRO-MECHANICAL 

1 

10% 

IN-HOUSE  COMPUTER 

7 

70 

COMPUTER  SERVICE 

5 

50 

*SOME  COMPANIES  USE  MORE  THAN  ONE  METHOD  TO  PERFORM  NEEDED  APPLICATIONS 
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EXHIBIT  IV-2 


USER  ACCEPTANCE  OF  THE  CONCEPT  - 
BY  TYPE  OF  COMPANY 


TYPE  OF  COMPANY 

NUMBER 
OF 

RESPONDENTS 

PERCENT 
OF 

RESPONDENTS 

MANUFACTURERS  -  65 

NUMBER  RESPONDING   -  49 

WILL  BUY  - 
WILL  NOT  BUY  - 

23 
26 

47% 
53 

WHOLESALERS  -  25 

NUMBER  RESPONDING  -  20 

WILL  BUY  - 
WILL  NOT  BUY  - 

7 
13 

35 
65 

RETAILERS  -  10 

NUMBER  RESPONDING  -  6 

WILL  BUY  - 
WILL  NOT  BUY  - 

3 
3 

50 
50 

TOTAL  UNIVERSE  =  100 
TOTAL  RESPONSES  =  75 
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The  forty-two  users  who  said  that  they  would  not  buy  the  service  gave  the 
following  reasons  for  their  answer: 


Prefer  an  in-house  installation 


16 


No  need  (generally  implied  they  had 
to  use  in-house  service  or  were  sat- 
isfied with  manual  systems) 


10 


Do  not  want  to  change  from  current 
service  company 


2 


Did  not  reply 
Miscellaneous 


7 


7 


Total 


42 


The  users  which  should  be  targeted  for  sale  of  the  service  could  be 
generally  profiled  as  follows: 

The  company  is  already  using,  or  on  the  verge  of  using,  some  form  of 
automated  system  or  service. 

Some  degree  of  dissatisfaction  exists  with  its  existing  systems  or 
service. 

The  company  is  located  in  a  large  city,  or  a  smaller  city  where  there  is 
an  existing  infra-structure  of  service  and  product  distributors. 

Local  decision-making  capability  already  exists;  that  is,  divisions  or 
subsidiary  companies  must  have  a  relatively  high  degree  of  local 
management  autonomy. 

Conversely,  there  was  no  correlation  between  the  type  of  business  a 
firm  is  in  and  its  level  of  interest  as  a  potential  user. 
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B.       COMMENTS  AND  ATTITUDES  OF  USERS 


•  It  was  apparent  during  the  user  interviews  that  there  was  a  greater  emphasis 
by  the  users  on  the  role  of  the  distributor  as  opposed  to  the  role  of  the  vendor 
(see  Exhibit  IV-3  and  IV-4). 

•  Many  users  that  were  favorable  in  their  reaction  to  the  concept  also  expressed 
concern  about  the  possibility  of  converting  from  their  existing  EDP  facility,  or 
servicer,  to  a  new  service.  This  is  a  particularly  sensitive  area  and  would  have 
to  be  addressed  satisfactorily  before  a  sale  that  required  a  conversion  could  be 
expected  to  be  made. 

•  A  number  of  other  users  also  emphasized  their  concerns  about  the  problems  ^ 
involved  in  a  conversion  but  emphasized  that,  at  a  future  point  in  time,  they 
would  face  a  conversion  to  another  system  under  any  circumstances  (usually 
due  to  anticipated  growth).  Thus,  even  some  users  that  are  currently  negative 
might  be  considered  as  future  prospects  for  the  service.  (See  Exhibit  IV-5; 
note  the  higher  percentage  of  positive  comment  as  compared  with  Exhibit  IV- 
2.) 

•  it  was  apparent  during  many  of  the  on-site  user  interviews  that  the  inter- 
viewee had  no  means  of  establishing  monthly  EDP  expenses.  There  were  a 
number  of  instances  during  which  other  persons  in  the  user  organization  were 
contacted  to  determine  this  monthly  expense  figure,  generally  without  agreed 
upon  results.  More  often  than  not,  a  guess  at  the  monthly  expense  figure  was 
given,  without  any  apparent  rationale  for  the  figure  that  was  given. 
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EXHIBIT  lV-3 


REASONS  GIVEN  BY  USERS  FOR  NOT 
BUYING  TIMESHARING  FROM  A  DISTRIBUTOR 


•  "Cost  of  T/S  services  are  excessively  high." 

•  "No  need  for  any  data  processing." 

•  "Prefer  in-house  computer." 

•  "Prefer  current  D.P.  services  company." 

9  "Dissatisfied  with  T/S  services  in  the  past." 

o  "No  confidence  in  the  post  installation  support." 

o  "Prefer  direct  control  over  data  processing." 

•  "Just  bought  a  new  system,  you  are  too  late." 

•  "I  would  rather  be  a  distributor  than  be  distributed  to." 

•  "You  lose  control  of  costs  and  security  with  any  outside 

service  organization." 
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REASONS  GIVEN  BY  USERS  FOR 
BUYING  TIMESHARING  FROM  A  DISTRIBUTOR 


•    "Eliminates  the  need  for  additional  D.P.  staff." 


•  "Provides  local  support  oriented  to  my  business." 

•  "Quicker  turnaround  on  new  applications." 

•  "You  might  get  to  actually   'see'   support  services." 

•  "More  customized  programming  gives  me  flexibility." 

•  "Communications  between  our  company  and  the  vendor  would 

be  enhanced  by  a  distributor." 

•  "We  could  finally  get  to  train  some  of  our  staff." 

•  "Cost  effective  'local'   added  expertise." 

•  "Reduces  bugs  in  software  developments  by  using  programmers 

familiar  with  the  specific  hardware  and  operating  systems 
software. " 


•    "Sounds  like  the  best  of  Tymshare  and  the  Service  Bureau 
Company  put  together." 
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EXHIBIT  IV-5 


USER  WILLINGNESS  TO  BUY  SERVICES 
FROM  INDEPENDENT  DISTRIBUTORS - 
BY  TYPE  OF  COMPANY 


TYPE  OF  COMPANY 

NUMBER 
OF 

RESPONDENTS 

PERCENT 
OF 

RESPONDENTS 

MANUFACTURERS  -  65 

NUMBER  RESPONDING  -  57 

W  1  LL  D  U  Y  - 

WILL  NOT  BUY  - 

21 

63^ 
37 

WHOLESALERS  -  25 

NUMBER  RESPONDING  -  18 

WILL  BUY  - 
WILL  NOT  BUY  - 

11 

7 

61 
39 

RETAILERS  -  10 

NUMBER  RESPONDING  -  8 

WILL  BUY  - 
WILL  NOT  BUY  - 

H 
H 

50 
50 

TOTAL  UNIVERSE  =  100 
TOTAL  RESPONSES  =  83 
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C.       DETAILED  OBSERVATIONS 


1.  PRICING 

•  Most  users  preferred  pricing  to  be  on  an  unbundled  fixed  price  basis  (see 
Exhibits  IV-6  and  IV-7).  Further  questioning  in  this  area  during  the  on-site 
interviews  disclosed  that  the  rationale  for  this  approach  was  that  it  facilitated 
the  user's  ability  to  budget  EDP  costs  and  to  control  against  the  budget. 

2.  TRAINING 

•  Most  users  who  responded  positively  to  the  concept  also  indicated  that  the 
training  of  their  personnel  by  the  distributor  was  very  important.  In  general, 
they  indicated  that  proper  training  was  a  key  element  of  any  service  provided 
by  a  third-party  computer  service  company  (see  Exhibit  IV-8). 

3.  SELECTION  OF  DISTRIBUTORS 

•  The  users  gave  the  following  types  of  replies  to  the  questions  concerning  the 
criteria  that  should  be  used  by  the  vendor  in  selecting  distributors: 

Percent  Selection 
As  Most  Important 


Criteria  Criteria 

Reputation/Track  Record/Reliability  37% 

Technical/Market  Knowledge  23 

Miscellaneous  8 

No  Specific  Comments  Given  32 

Total  100% 
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EXHIBIT  IV-6 


-    PREFERRED  METHOD  OF  PAYMENT-BY  TYPE  OF  USER 


TYPE  OF  USER 

NUMBER 
OF 

RESPONSES 

PERCENT 
OF 

RESPONSES 

^7l ANl  1  FATTU RFRS  -  65 

BUNDLED  PRICING  - 
IINRIINDI  FD  PRICING  - 

16 

26 

38% 
62 

TOTAL 

42 

100% 

WHOLESALERS  -  25 

BUNDLED  PRICING  - 
UNBUNDLED  PRICING  -  _ 

7 

n 

39 
61 

TOTAL 

18 

100% 

RETAILERS  -  10 

BUNDLED  PRICING  - 
UNBUNDLED  PRICING  - 

2 
5 

40 
60 

TOTAL 

7 

100% 
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EXHIBIT  IV-7 


PREFERRED  USER  BASIS  FOR  PAYMENT- 
BY  TYPE  OF  COMPANY 


NUMBER 

PERCENT 

OF 

OF 

TYPE  OF  COMPANY 

RESPONSES 

RESPONSES 

MANl  IFACTl  JRFRS  -fi^ 

-  - 

TRANSACTION  BASIS 

9% 

UTILITY  BASIS 

9 

21 

FIXED  MONTHLY  FEE 

30 

70 

TOTAL 

43 

100% 

WHOLESALERS  -  25 

TRANSACTION  BASIS 

5 

36 

UTILITY  BASIS 

3 

21 

FIXED  MONTHLY  FEE 

6 

43 

TOTAL 

14 

100% 

RETAILERS  -  10 

TRANSACTION  BASIS 

2 

29 

UTILITY  BASIS 

1 

14 

FIXED  MONTHLY  FEE 

4 

57 

TOTAL 

7 

100% 

-  53- 


INPUT 


EXHIBIT  lV-8 


TYPE  OF  TRAINING  CONSIDERED  IMPORTANT  - 

BY  TYPE  OF  USER 


TYPE  OF  USER 

NUMBER 
OF 

MENTIONS 

PERCENT 
OF 

RESPONDENTS 

MANUFACTURERS  -TOTAL  =  62 

L-LAbbKUUiVi  -  Wl  1  n  rlAlNUcr-vj rsi 

z  y 

4  /  ^ 

CAI 

9 

15 

x/inpn  /  Ai  inin 

1  9 

1  Q 

ON-SITE  TRAINING 

56 

90 

INSTRUCTION  MANUALS 

1  7 

27 

WHOLESALERS  -  TOTAL  =  23 

- 

CLASSROOM  -  WITH  HANDS-ON 

1  2 

52 

CAI 

6 

26 

VIDEO/AUDIO 

7 

30 

ON-SITE  TRAINING 

22 

96 

INSTRUCTION  MANUALS 

11 

as 

RETAILERS  -  TOTAL  =  9 

CLASSROOM  -  WITH  HANDS-ON 

2 

22 

CAI 

2 

22 

VIDEO/AUDIO 

1 

11 

ON-SITE  TRAINING 

8 

89 

INSTRUCTION  MANUALS 

2 

22 
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4. 


BUSINESS  RELATIONSHIP  BETWEEN  DISTRIBUTORS  AND  USERS 


•  The  users  indicated  that  they  would  have  to  be  convinced  that  the  distributor 
company  was  capable  and  reliable  before  they  (the  users)  would  enter  into  a 
service  agreement.  Once  entering  such  an  agreement  the  user  indicated  that 
he  would  expect  "total  service"  from  the  distributor. 

•  Most  users  interviewed  were  adamant  that  the  distributor  must  maintain  a 
"local"  presence.  "Local"  was  loosely  defined  to  mean  that,  in  the  event  of  a 
problem,  the  distributor  could  have  a  representative  at  the  user  location 
within  I  to  1 .5  hours  from  the  receipt  of  a  call  for  assistance. 

•  Users  tended  to  view  distributors  as  semi-consultants,  at  least  in  the  area  of 
data  processing  assistance. 

5.  VENDOR  SUPPORT 

•  Users  tended  to  view  direct  vendor  support  as  a  last  resort.  They  believe  that 
the  distributor  should  be  self-sufficient  and  voiced  the  opinion  that  any 
conditions  that  required  direct  vendor  support  of  a  user  was  indicative  of  a 
failure  on  the  part  of  the  distributor  (see  Exhibit  IV-9  and  IV-IO). 

6.  MISCELLANEOUS 

•  It  would  be  very  important  for  CDC  to  ensure  that  users  were  not  confronted 
with  a  situation  wherein  both  a  distributor  salesman  and  a  CDC  salesman 
appeared  to  be  selling  the  same  service  to  the  same  prospect.  This  would 
create  confusion  and  greatly  weaken  the  confidence  level  of  the  user  in  the 
entire  concept. 

•  There  will  be  the  need  to  service  "live"  users  during  the  recommended  pilot 
project.  Thus,  there  will  have  to  be  financial  incentives  and  service  level 
guarantees  to  provide  the  proper  environment  during  this  critical  period. 
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EXHIBIT  IV-9 


TYPE  OF 

SUPPORT  EXPECTED  FROM  DISTRIBUTORS  - 
BY  TYPE  OF  USER 


TYPE  OF  USER 


NUMBER 
OF 

MENTIONS 


PERCENT 
OF 

RESPONDENTS 


MANUFACTURERS  -  TOTAL  =  58 


TRAINING  IN  THE  USE  OF  THE 

SYSTEM 
CUSTOMIZE  APPLICATIONS 

PROGRAMS 
DEVELOP  APPLICATIONS 

PROGRAMS 
PROVIDE  ON-GOING  SUPPORT 


48 

41 

35 
53 


83% 

71 

60 
91 


WHOLESALERS  -  TOTAL  =  22 


TRAINING  IN  THE  USE  OF  THE 

SYSTEM 
CUSTOMIZE  APPLICATIONS 

PROGRAMS 
DEVELOP  APPLICATIONS 

PROGRAMS 
PROVIDE  ON-GOING  SUPPORT 


19 

17 

12 
21 


86 

77 

55 
95 


RETAILERS  -  TOTAL  =  8 


TRAINING  IN  THE  USE  OF  THE 

SYSTEM 
CUSTOMIZE  APPLICATIONS 

PROGRAMS 
DEVELOP  APPLICATIONS 

PROGRAMS 
PROVIDE  ON-GOING  SUPPORT 


7 

5 

7 
8 


88 

63 

88 
100 
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EXHIBIT  IV-10 


PREFERRED  METHOD  OF 
POST-INSTALLATION  SUPPORT  - 
BY  TYPE  OF  USER 


TYPE  OF  USER 

NUMBER 
OF 

MENTIONS 

PERCENT 
OF 

RESPONDENTS 

MANUFACTURERS  -  TOTAL  =  62 

ON-CALL  LOCAL 

REPRESENTATIVE 
HOT-LINE  TO  SERVICE 

REPRESENTATIVE 
REFRESHER  COURSES  VIA 

CLASSROOM 

47 
46 
10 

76% 

74 

16 

WHOLESALERS  -  TOTAL  =  25 

ON-CALL  LOCAL 
REPRESENTATIVE 

HOT-LINE  TO  SERVICE 
REPRESENTATIVE 

REFRESHER  COURSE  VIA 
CLASSROOM 

16 
18 
1 

64 
72 
4 

RETAILERS  -  TOTAL  =  9 

ON-CALL  LOCAL 
REPRESENTATIVE 

HOT-LINE  TO  SERVICE 
REPRESENTATIVE 

REFRESHER  COURSE  VIA 
CLASSROOM 

7 
6 
1 

78 
67 
11 

-  57  - 


INPUT 


Exhibit  iV-ll  summarizes  other  criteria  that  users  think  the  vendor  should 
consider  in  selecting  distributors. 
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CRITERIA  USERS  THINK  VENDOR 
SHOULD  USE  IN  SELECTING  DISTRIBUTORS 


•  "Past  and  current  reputation." 

o  "Experience  in  the  data  processing  field." 

•  "Financial  stability  -  mature  company." 

•  "Track  record  in  sales  and  service." 

o  "Familiarity  with  timesharing  products  and  services." 

•  "Aggressiveness  and  technical  expertise." 

•  "Someone  you  would  consistently  buy  from." 

•  "Software  expertise  -  service  orienter  .  " 

•  "Adequate  sales  and  support  staff." 

•  "Reliable,  dependable  -  good  D.P.  background." 

•  "Honesty,  ambitious  -  and  technically  capable." 

•  "Record  of  efficient  service." 

•  "Location,  integrity,  knowledge  in  D.P.  field." 

•  "Services  oriented  -  D.P.  expertise  -  local  market  knowledge." 
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APPENDIX    A:    QUESTIONNAIRES  AND 

INTERVIEW  PROGRAM 


EXHIBIT  A-1 


000020 


SURVEYS  CONDUCTED 


INTERVIEW 
TYPE 

USERS 

DISTRI- 
BUTORS 

TELEPHONE 
ON-SITE 

80 
20 

91 
45 

SUBTOTAL 

100 

136 

TOTAL 

2: 

36 

TYPE  OF  DISTRIBUTORS 


DISTRIBUTOR 
TYPE 

NUMBER 

OF 
DISTRI- 
BUTORS 

PERCENT 

OF 
DISTRI- 
BUTORS 

POTENTIAL 

DISTRIBUTORS 

EXISTING 

DISTRIBUTORS 

72 
64 

-  53% 
47 

TOTAL 

136 

100% 
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TIME-SHARING  SER\1CES 
THIRD  PARTY  DISTRIBUTOR 

DISTRIBUTOR  QUESTIONNAIRE 

1.  INTRODUCTION 

o  Our  client  is  a  major  vendor  of  time-sharing  services. 

o  The  client  has  asked  INPUT  to  explore  the  possibilities  of  marketing 

time-sharing  services  through  independent  distributors. 

o  Your  firm  represents  the  type  of  company  that  could  logically  be  a 

distributor  for  time-sharing  services.  We  would  like  to  spend  a  few 
minutes  describing  this  concept  and  then  get  your  reactions  to  it. 

o  We  are  using  a  questionnaire  to  obtain  the  required  information;  it 

will  take  a  few  minutes  to  complete. 

o  A  summary  of  the  study  will  be  made  available  to  you. 

2.  DISTRIBUTOR  -  GENERAL  INFORMATION 

a.  What  is  your  company's  primary  business? 

b.  Is  your  location  the  headquarters  of  your  company? 

(    )  Yes  (    )  No 

c.  Is  your  ccmpany  part  of  a  larger  organization? 

(    )  Yes  (    )  No 

If  yes,  what  is  your  parent  company's  name  and  primary  business? 
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d.  How  long  have  you  been  in  business? 

e.  How  large  is  your  company? 

1)  Employees  

2)  Annual  Revenue  

f.  How  do  you  define  your  market  area? 

g.  What  is  your  personal  business  experience  and  background? 

What  is  the  size  of  your  average  accounts  receivable? 
$  

Is  staff  turnover  a  problem  for  you? 

(    )  Yes  (    )  No 

Why? 

Are  you  currently  using  any  type  of  computers  or  computer  services? 

(    )  Yes  (    )  No 

If  yes,  please  give  details. 


h. 
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k.         Are  you  currently  supplying  any  sort  of  computer  equipment  or  computer 
services  to  others? 

(    )  Yes  (    )  No 

If  yes,  please  give  details. 


DEFINITIONS  OF  POTENTIAL  PRODUCTS  AVAILABLE  FROM  THE  VENDOR 

Standard  time-sharing  services  with  standard  application  programs  available 
to  customers. 

Distributor  Responsibilities: 

Sell  the  service. 

I 

Train  the  user. 

Install  and  service  terminals. 

o  Standard  time-sharing  services  with  specialized  application  programs. 

However,  the  application  programs  would  have  to  be  customized  for 

the  user. 
Distributor  Responsibilities: 

Sell  the  service. 

Train  the  user. 

Install  and  service  terminals. 

Customize  programs,  for  a  fee. 

o  Standard  time-sharing  services,  no  applications  programs. 

Distributor  Responsibilities: 

Sell  the  service. 
Train  the  user. 

c, 

-  Install  and  service  terminals 

Develop  customized  programs. 

INPU 
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4.         DISTRIBUTOR'S  RESPONSES. 

a.         With  the  definitions  given  above,  would  you  consider  becoming  a  distributor 
of  time-sharing  services? 

(    )  Yes  (    )  No 

Why? 


b.  What  type  of  financial  returns  would  you  have  to  see  before  you  would 
consider  providing  such  services? 

1)  Annual  volume  $  

2)  Profit  margins   % 

c.  What  type  of  non-financial  returns  would  be  important  to  you? 

d.  Which  of  the  approaches  that  we  discussed  seem  most  advantageous 
to  you,  and  why? 

1)  Standard  time-sharing,  standard  application  programs. 

2)  Standard  time-sharing,  with  the  requirement  to  customize  application 
programs. 

3)  Standard  time-sharing  with  the  requirement  to  develop  application 
programs. 


e.         Assuming  that  you  were  to  beome  a  distributor,  how  important  are 

the  following  types  of  training  which  could  be  provided  to  you  by  the 
vendor? 
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Important  Not  Important 
Management  of  a  distributorship.              (    )  (  ) 

Programming.  (    )  (  ) 

Product  characteristics.  (    )  (  ) 

Sales  techniques.  (    )  (  ) 

Hardware  maintenance.  {    )  (  ) 


What  is  your  opinion  of  the  following  types  of  training  techniques  for 
your  training? 

1)  Classroom. 

2)  Computer  aided  training  (using  on-site  terminals). 

3)  Exclusively  programmed  workbooks. 

4)  On-site,  OJT  sessions. 

Would  you  be  willing  to  travel  to  a  distant  city  for: 

1)  Classroom  training.  (    )  Yes  (    )  No 

2)  Computer  aided  training.     (    )  Yes  (    )  No 

Would  the  following  types  of  financial  aid  from  the  time-sharing  vendor 

induce  you  to  become  a  distributor?  The  aid  could  be  in  the  form  of 
loans  to: 

1)  Start-up  the  business.  {    )  Yes       (    )  No 

2)  Expand  an  existing  business.  (    )  Yes       (    )  No 

3)  Factor  receivables.  (    )  Yes       (    )  No 
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4)  Finance  hardware.  (    )  Yes       (    )  No 

5)  Pay  to  develop  applications 

programs.  (    )  Yes       (    )  No 

How  much  financing  do  you  think  that  you  would  require? 

1)  Initially?  $  

2)  After  the  first  year  of  operations?  $  

Which  sources  of  finajicing  would  you  prefer,  cind  why? 

1)  Self  financing?  (    )  Yes       (    )  No 

2)  Banks?  (    )  Yes       (    )  No 

3)  The  vendor?  (    )  Yes       {    )  No 

4)  Other  (please  describe) 

Under  what  conditions  would  you  accept  an  exclusive  relationship  with 
a  vendor  in  which  you  would  only  distribute  the  products  of  that  vendor? 

How  important  to  you  is  the  right  to  use  the  name  and  logo  of  a  major 
vendor? 

How  important  to  you  is  keeping  you  own  name  in  front  of  customers? 

Under  what  conditions  would  you  be  willing  to  "purchase"  a  franchise 
from  a  major  time-sharing  vendor  in  order  to  distribute  its  services? 
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How  important  to  you  is  uniqueness  of  the  product  which  you  would 
distribute?   (That  is,  would  it  have  to  be  recognizeably  different  from 
all  other  similar  offerings?)  If  so,  do  you  have  any  specific  suggestions 
as  to  what  would  constitute  a  unique  product? 


Please  specify  the  size  of  the  territory  which  you  would  want,  and 
how  it  should  be  defined  by: 

Geography. 

Product. 

Customer  type. 

How  would  you  expect  to  relate  to  the  time-sharing  vendor's  sales 
force? 


How  would  you  expect  to  relate  to  other  independent  distributors  of 
the  same  vendor's  services? 


Under  what  conditions  do  you  think  it  would  be  fair  for  a  vendor  to 
terminate  a  distributors  contract? 


What  "mark  up"  in  price  would  you  want  as  a  distributor? 
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Would  you  be  willing  to  rely  upon  the  fee  received  for  the  "value  added" 
of  programming  and  training  for  the  majority  of  your  profit? 

{    )  Yes  (    )  No 

Would  you  be  willing  to  adhere  to  vendor  defined  standards  in  the  areas 
of: 

1)  Applications  program  modification?      (    )  Yes       (    )  No 

2)  Software  documentation?  (    )  Yes       (    )  No 

3)  Terminal  equipment  modification?        (    )  Yes       (  )No 

Would  you  be  willing  to  share  ownership  and  licensing  of  any  programs 
which  you  develop,  with  the  time-sharing  vendor? 

(    )  Yes  (    )  No 

Would  you  pay  for  computer  time  to  modify  and  write  applications 
programs? 

(    )  Yes  {    )  No 

If  yes,  under  what  conditions? 


Would  you  expect  that  the  time-sharing  vendor  would  gucu-antee  the 
performance  of  application  programs  to  your  customers  of: 

1)  Its  programs?  (    )  Yes       (    )  No 

2)  Your  programs?  (    )  Yes       (    )  No 
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Please  describe  what  your  requirements  would  be  in  the  area  of  support 
documentation.  Please  discuss  what  is  most  important: 


Great  Moderate  Low 

Importance  Importance  Importance 

Sales  literature 

(for  the  customer)?                      (     )  {     )  (  ) 
Advertisements 

(what  media)?  ,                            (    )  (    )  (  ) 

Programming  manuals?                (    )  (    )  (  ) 

Applications  manuals?    .              (    )  (    )  (  ) 
Sales  manuals 

(for  the  distributor)?                    (    )  (    )  (  ) 

Other?  (Please  specify)                (    )  .     (    )  (  ) 
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TIME-SHARING  SERVICES 
THIRD  PARTY  DISTRIBUTOR 

USER  QUESTIONNAIRE 


1.  INTRODUCTION 

o  Our  client  is  a  major  time-sharing  vendor. 

o  It  has  asked  INPUT  to  assess  the  advantages  and  disadvantages  of  providing 

computer  services  through  third  party  distributors. 

o  (Explain  vendor/distributor/customer  concept.) 

o  We  are  talking  to  you  as  a  potential  user  of  computer  services.  We  want  to 

understand  your  thoughts  relative  to  the  possibility  of  your  using  computer 
services  provided  by  a  local  distributor. 

o  We  have  a  questionnaire  that  we  would  like  to  use,  it  will  take  a  few  minutes 

to  complete. 

o  A  summary  of  the  study  results  will  be  made  available  to  you. 
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USER  DETAILS 


a.         What  types  of  products  (service)  does  your  firm  provide? 


b.         How  large  is  your  company? 


1)  Employees 


2)   Annual  revenues 


c.         Is  your  company  part  of  another  company  or  owned  by  another 
company? 

(    )  Yes 
Details  of  relationship 


(    )  No 


d.         What  type  of  data  processing  applications  Eire  you  currently  involved 


1) 
2) 
3) 
4) 
5) 


)  Accounts  receivable 
)  Accounts  payable 
)  General  ledger 
)  Payroll 
)  Other  (specify) 


e.         What  methods  or  systems  do  you  use  to  perform  these  applications? 


1) 
2) 
3) 
4) 
5) 


)  Manual 

)  Electro-mechanical 
)  In-house  computer 
)  Computer  service 
)  Other  -  72 
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f.         If  you  currently  have  a  computer,  or  use  a  computer  service,  please 
describe. 


g.         Approximately  how  much  do  you  spend  each  month  on  data  processing? 
(Computer  installation  or  computer  services,  be  specific  and  include 
personnel  costs,  equipment  costs,  supplies,  etc.). 


3.        DETAILS  OF  "TOTAL  SOLUTION"  CONCEPT 

The  "total  solution"  concept  is  oriented  towards  providing  a  full  set  of 
computer  services  to  a  small  to  medium  sized  firm,  together  with  the  ability 
to  customize  applications  for  each  firm's  specific  needs.  It  is  intended  to 
maximize  the  advantages  of  the  Icirge,  nationwide  time-sharing  vendor, 
working  together  with  the  personalized  services  of  a  local  distributor.  The 
"total  solution"  concept  includes: 

Standard  application  programs. 

The  ability  to  customize  existing  programs  or,  write  new  ones. 

A  choice  between  on-site  computer  hardware  or  the  use  of  remote 

computers. 

Training  in  the  use  of  the  system. 
Local  support  personnel. 

a.         (After  discussion)  What  do  you  see  as  the  advantages  of  this  approach? 
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Do  you  see  any  disadvantages?  What  are  they? 


What  do  you  think  about  this  concept  versus  your  own  computer 
installation? 


If  this  type  of  service  was  available  today,  what  types  of  problems 
would  it  help  solve  for  you? 


If  such  a  service  were  available,  would  you  rather: 


1)   (    )   Pay  for  it  on  a  "bundled"  basis?   (explain  bundled)  or: 


Z)   (    )  Pay  for  it  on  an  "unbundled"  basis?   (Explain  unbundled). 


Why  did  you  select  the  option  that  you  did? 
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f.  From  your  point  of  view,  would  you  rather  pay  for  the  service  on: 

1)  (    )  A  transaction  basis  (explain)  or: 

2)  (    )  A  utility  basis  (explain) 

3)  (    )  A  fixed  monthly  fee 

g.  Why  did  you  select  the  option  you  did? 


4.         THE  DISTRIBUTOR'S  ROLE 

The  distributor  would  act  as  the  time-sharing  vendor's  local  representative. 
He  would  be  the  primary  interface  between  you  and  the  service  company. 

a.         In  general,  would  you  be  willing  to  buy  computer  services  from  a 
distributor  authorized  by  a  major  time-sharing  vendor? 

1)  (    )  Yes 

2)  (    )  No.  Why  not? 


-  75  - 


INPUT 


CATALOG  NO. 


I 


b.         What  factors  would  be  important  to  you  in  deciding  on  a  specific 
vendor/distributor  to  provide  services  to  you? 

1)   Time-sharing  vendor 


2)  Distributor 


c.         Would  you  expect  the  distributor  to: 

1)  Train  you  in  the  use  of  the  system? 

a.  (    )  Yes 

b.  (    )  No 

2)  Customize  applications  programs? 

a.  (    )  Yes 

b.  (    )  No 

3)  Develop  applications  programs  for  you? 

a.  (    )  Yes 

b.  (    )  No 

4)  Provide  on-going  support? 

a.  {    )  Yes 

b.  (    )  No 
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d.         How  important  to  you  is  training  your  personnel  in  the  use  of  the 
system? 

1)  (    )  Very  important. 

2)  (    )  Of  moderate  importance. 

3)  (    )  Not  very  important. 
Why  do  you  think  as  you  do? 


e.  Assuming  that  you  consider  training  to  be  of  importance,  which  of  the 
following  training  methods  appeals  to  you? 

1)  {    )  A  classroom  situation  including  lectures  and  hands-on 
experience? 

2)  (    )  Computer  aided  instruction  (self  pacing)  (Explain  C.  A.  I.  if 
necessary). 

3)  (    )  Video  or  audio  cassettes. 

4)  (    )  On-site  training  by  the  distributor. 

5)  {    )  Instruction  manuals. 

ft 

f.  Would  you  be  willing  to  have  your  employees  travel  to  an  out-of-town 
location  for  training? 

1)  (    )  Yes 

2)  (    )  No.  If  no,  why  not? 
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What  type  of  post-installation  support  would  you  require' 


1)  (  )  On-call  local  representative. 

2)  (  )  A  "hot-line"  to  a  service  representative. 

3)  {  )  Refresher  courses  in  a  classroom  situation. 

4)  (  )  Other,  explain. 


Assuming  that  you  dealt  primarily  with  a  local  distributor,  what  kind 
support  do  you  think  the  time-sharing  vendor  should  supply: 

1)         To  the  distributor? 


2)         Directly  to  you? 


What  comments  do  you  have  regarding  the  use  of  distributors  by  the 
time-sharing  vendor? 


What  criteria  do  you  think  the  time-sharing  company  should  use  in 
selecting  vendors? 
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SUPPLEMENTAL  DISTRIBUTORS  FOR  TIMESHARING  SERVICES 


This  study  was  directed  towards  studying  the  use  of  distributors  to  sell  timesharing 
services  (from  a  large  vendor)  to  small  businesses. The  questions  addressed  were: 

•  Would  distributors  be  capable  of  selling  timesharing  services? 

•  Would  small  businessmen  want  to  buy  timesharing  service  from  a  distributor? 
Conclusions  were: 

•  Qualified  distributors  must  be  used.  These  qualified  distributors  must: 

Understand  EDP  and  the  business  of  customers. 
Have  a  service  mentality. 

Have  been  in  business  long  enough  to  have  a  track  record. 

•  Qualified  distributors  are  interested  in  distributing  timesharing  services. 

•  Small  businessmen  would  rather  buy  timesharing  services  from  a  qualified 
(local)  distributor  than  from  the  large  timesharing  vendor. 

They  think  that  support  would  be  better. 
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